University of New Mexico

UNM Digital Repository
NotiCen

Latin America Digital Beat (LADB)

6-15-2000

Nicaraguan Tax Collector Resigns Following
Fraud, Corruption Probe
LADB Staff

Follow this and additional works at: https://digitalrepository.unm.edu/noticen
Recommended Citation
LADB Staff. "Nicaraguan Tax Collector Resigns Following Fraud, Corruption Probe." (2000). https://digitalrepository.unm.edu/
noticen/8704

This Article is brought to you for free and open access by the Latin America Digital Beat (LADB) at UNM Digital Repository. It has been accepted for
inclusion in NotiCen by an authorized administrator of UNM Digital Repository. For more information, please contact amywinter@unm.edu.

LADB Article Id: 53845
ISSN: 1089-1560

Nicaraguan Tax Collector Resigns Following Fraud,
Corruption Probe
by LADB Staff
Category/Department: Nicaragua
Published: 2000-06-15
After months of exposes and accusations, an auditors' report blamed embattled Nicaraguan tax
collector Byron Jerez for questionable expenditures and mysterious checks in a scandal known
popularly as the "checazo." Jerez resigned, but that did not silence critics who said the auditors'
report, issued by the comptroller general's office (Contraloria General de la Republica, CGR), was
an attempt to whitewash the administration and was no more than a sop thrown to donor countries
who are demanding that President Arnoldo Aleman clean up his administration.
The investigation found that Jerez, who is head of the tax revenue agency Direccion General de
Ingresos (DGI) and secretary general of the Treasury and Public Credit Ministry, had issued tax
credits worth US$600,000 to various companies including some in which he had a personal interest.
Issuing tax credits in return for early tax payments is a standard practice that brings in immediate
revenue from companies with big tax obligations.
Jerez, however, was unable to show where some of the funds went, since the DGI handed out tax
credits without proper documentation. Jerez was also unable to identify individuals who cashed
checks DGI received from companies to pay for the tax credits.

Jerez buys 20 motorcycles from brother's company
The CGR also investigated questionable DGI purchases. One was the unexplained acquisition of a
fleet of 20 motorcycles valued at US$44,500 and bought from the firm Business Express. The daily La
Prensa traced Business Express to the Miami address of Gerold Jerez, Byron's brother. The company
is registered in Panama, as is Industrial El Cortijo, which sold office equipment, computers, and auto
parts to DGI.
The firm's legal council is listed as Byron Jerez. Auditors found that the state-owned oil company
Empresa Nicaraguense del Petroleo (PETRONIC) issued 14 mysterious checks, apparently in
exchange for tax credits.
One check for US$21,300 went to Industrias El Cortijo. Roger Flores Talavera, a messenger for the
money-exchange house Multicambios, cashed that check and 11 other PETRONIC checks and
bought US dollars from Multicambios. Auditors could find no documents showing where the money
went. Jorge Solis, director of PETRONIC at the time the checks were issued, refused to give the CGR
the originals of the 14 suspicious PETRONIC checks. Police wanted to examine the endorsement
signatures to see if the same person cashed the checks.
The CGR report, approved by a 3-2 vote of the CGR's Consejo Superior, identified Jerez and
others as responsible for administrative errors and recommended that he and PETRONIC director
Nevardo Arguello Gutierrez be fired and fined.
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The Assembly's Anti-Corruption Committee issued its own report recommending that the National
Assembly fire Jerez, Arguello Gutierrez, and Solis for engineering a coverup and for various crimes
associated with the checazo. Solis is currently director of the state telephone company, Empresa
Nicaraguense de Telecomunicacions (ENITEL).
Not waiting to be fired, Jerez resigned June 7, but set June 30 as the effective date. "They wanted
to make me give in...but they couldn't," Jerez said in a press conference from which La Prensa was
excluded. He said he had planned to resign anyway to run for a seat in the National Assembly for
the governing Partido Liberal Constitucionalista (PLC).
The resignation was voluntary, he said. By resigning, Jerez is eligible for several months severance
pay and other benefits. Admitting that he might have made some errors, Jerez said that he had
invoices for the motorcycles and that, after 54 days of investigations and audits, no evidence had
surfaced that the state had lost any money to any of the companies with which DGI had done
business.
As for documents he refused to make public, Jerez said La Prensa had stolen them from his office.
The CGR's Consejo Superior president Guillermo Arguello Poessy said there were indications of
criminal wrongdoing, but the law requires evidence, of which the CGR found none. "Therefore, we
do not believe the case should be remanded to the attorney general," said Arguello Poessy. "What
would happen is that he would send it back to me the next day."
Arguello Poessy also said the law did not allow the CGR recourse to the courts to force documents
and cooperation from Jerez, Solis, banks, and state agencies involved in the scandal. But Walmaro
Gutierrez, a member of the Anti-Corruption Committee, said Arguello Poessy was wrong. He and
CGR vice president Franciso Ramirez "departed from their own administrative rules by permitting
Byron Jerez not to have to give an account of himself in court," said Gutierrez. The law clearly allows
the CGR to seek help from the courts, said Gutierrez.
The pertinent law says that "any person refusing to testify as a witness or make a statement, or
supply documents when ordered to do so...by a authorized official, will be compelled to comply."

Comptroller general report criticized
Agustin Jarquin, former comptroller general and now a member of the CGR's five-member Consejo
Superior, complained that the report dealt only with assigning administrative responsibility for the
checazo.
In a dissenting opinion, Jarquin said the decision not to recommend prosecution did not fit
the evidence uncovered during the investigation. He said Jerez's refusal to cooperate in the
investigation of the checks issued by PETRONIC and in other aspects of the scandal was evidence
enough of "economic harm to the state" to warrant prosecution.
The Anti-Corruption Committee report was also more harsh than the CGR report. It found the sale
of tax credits was riddled with administrative errors and the DGI's use of funds from outside its
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budget violated the Constitution. The PETRONIC checks were "irregular." The handling of other
checks was "incorrect and irregular," and revealed "weaknesses and irregularities" in the system of
granting tax credits. The committee recommended reforming the DGI budget system and use of tax
credits and forwarded its report to the attorney general for possible criminal investigation.

Assembly balks at taking action
But Assembly majority leader Damisis Sirias refused to schedule debate on the Anti-Corruption
Committee report. That prompted Frente Sandinista de Liberacion Nacional (FSLN) deputies to
promise they would pressure the governing PLC into holding a debate on the scandal.
Rafael Cordova, former director of ethics investigations for the CGR, filed a formal accusation with
Criminal Court Judge Martha Quezada requesting she investigate the checazo. Cordova began the
first investigation of DGI and found the CGR report had ignored evidence of criminal acts.
Appearing before Judge Quezada, Jerez argued that the court did not have authority to accept the
case. FSLN deputies promised to pursue the case against Jerez in court if Cordova's complaint
was not effective. Jerez faces other possible criminal charges depending on the outcome of a
CGR investigation of his personal financial dealings that includes alleged misappropriation of
international donor funds to build a personal residence.
Donor countries are concerned about Jerez case Noel Ramirez, president of the Banco Central
de Nicaragua (BCN), said the international community would praise the CGR investigation "as a
strengthening of transparency and governability."
However, the donor counties, led by the Group of Five (Canada, Germany, Spain, Sweden, and the
US) plus Japan, issued a press release June 10 expressing dissatisfaction with the CGR report and
the refusal of PETRONIC and other state agencies to cooperate in the investigation. The statement
said that Jerez and the other officials implicated should be barred from holding public office in the
future.
The six countries act as a commission assigned to follow up on agreements made by Nicaragua in
meetings with the Grupo Consultivo para la Reconstruccion de Centroamerica. In the most recent
meeting, donors specifically named the DGI scandal as a troubling element in the corrupt Aleman
administration (see NotiCen, 2000-06-01).
While it approved of the administration's investigation of the checazo, the group urged the
Nicaraguan government to "continue supporting investigations to root out corrupt activities."
Speaking for the six members, Cirilo Otero said the government's handling of the checazo was
not going to convince the international community to ease its restrictions on the delivery of aid
to Nicaragua. He said the group felt "disappointed" and "deceived" by the government's failure
to apply heavier penalties in the scandal. He said that permitting Jerez to resign when he pleased
instead of firing him immediately had been a "joke."
Otero said the international community would probably wait to see the outcome of the next
municipal and national elections before deciding whether to release the rest of the promised aid
©2011 The University of New Mexico,
Latin American & Iberian Institute
All rights reserved.

Page 3 of 4

LADB Article Id: 53845
ISSN: 1089-1560

funds. "We have reached the level where we can no longer accept a relationship [with Nicaragua]
based solely on words, and the international community and the Nicaraguan people want to see
concrete, specific results that can be measured," Otero said.
Meanwhile, Jerez continues to hold both his posts while confusion reigns over his legal status. The
CGR says its recommendations are mandates and that Aleman by law must fire Jerez and impose
the monetary sanctions. Pedro Joaquin Rios, first secretary of the Assembly, says it is up to the CGR
not the Assembly to enforce its recommendations. Aleman says he will obey the recommendations,
but that only Treasury Minister Esteban Duque Estrada has authority to fire Jerez.
Duque Estrada says he cannot fire Jerez because he has already resigned. Jose Pasos Marciaq, a
member of the CGR Consejo, says nobody can accept Jerez's resignation because he is supposed to
be fired. Since no one has fired him and the validity of his resignation is in question, it is not clear
that Jerez will leave office on the self-determined date of June 30. [Sources: Spanish News Service
EFE, 06/07/00; The Miami Herald, Notimex, 06/08/00; La Prensa (Nicaragua), 06/05/00, 06/08/00,
06/10/00; El Nuevo Diario (Nicaragua), 6/05/00, 06/06/00, 06/07/00, 06/08/00, 06/09/00, 06/10/00,
06/11/00]

-- End --
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